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the Herald-Tribune Forum held in New
York in October, 1947. Complete text of
the Forum was mailed to each chapter.
Individual accomplishments of our mem
bers are demonstrated by the increasing
number of C.P.A. certificates achieved.
Such growth and progress can be the
result only of the warmest, most whole
hearted enthusiasm and efforts of our en
tire membership, for which I express my
congratulations and deepest gratitude.

public relations meeting to which other
groups of the profession are invited as well
as service clubs and civic leaders.
The monthly programs of the chapters
are, without exception, fine examples of
technical accounting and economic study. In
addition to speakers from the field, study
courses, panel discussions and round table
discussions have been participated in by the
membership.
We were privileged to receive tickets to

TAX NEWS
By TENX1E C. LEONARD, C.P.A., Memphis, Tennessee
they were rulings of the district courts in
civil actions tried without a jury.
One of the last minute changes put
through by Congress before adjournment
was a provision clarifying the “marital de
duction” for estate tax purposes (IRC 812
(e) (1) (G)). The law as originally en
acted provided that under given circum
stances, insurance proceeds payable in in
stallments would qualify for the marital
deduction. The amendment provides that
insurance proceeds left with the company
at interest will also qualify. The first in
stallment must be payable within 13 (in
stead of 12) months from the decedent’s
death; the surviving spouse must have the
power to appoint all amounts payable under
the insurance contract.

In its haste to adjourn June 19th, the
80th Congress failed to act upon a number
of measures in which accountants, tax prac
titioners, and the tax-paying public were
vitally interested. Most important of the
bills lost in the legislative logjam was the
“general tax revision act” sponsored by
Roswell Magill’s committee, by the Ameri
can Institute’s committee on federal taxa
tion, and by other independent groups.
Many of the revisions of the Internal Rev
enue Code which the bill would enact had
been approved by the Congressional Joint
Committee on Internal Revenue Legislation
and by the Treasury Department. It is gen
erally expected that the bill may yet be
passed if Congress is called back into ses
sion this year; if not, it will be the Tax
Revision Act of 1949.
Also lost in the closing hours of Congress
was HR 2657. Accountants took violent ex
ceptions to its original form since it would
have threatened seriously the right of ac
countants to represent clients before vari
ous governmental agencies. Many of the
objectionable features were removed during
the hearings held by Congressional com
mittees. The American Institute of Ac
countants was especially active in amend
ing its original purpose.
HR 3214 which codifies title 28 of the
U. S. Code was passed and became law when
signed by the president on June 25th, but
without the provision making the Tax Court
a court of record. Accountants had ob
jected to the change in the Tax Court since
it would have barred certified public ac
countants from practicing in that court.
Students of taxation will be interested in
the provision of HR 3214, now Public Law
773, which repeals the well known Dobson
rule that the Tax Court was final arbiter
unless there were clear mistakes of law.
Under the new law circuit courts can re
view decisions of the Tax Court just as if
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Word gets around that hymns have be
come very popular in juke boxes widely
used in beer “joints”. It may come as a
shock to some of our more devout brethren
that even Congress has taken cognizance
of the affinity of the two by passing a bill
entitled “HR 6808 to permit refund or credit
to brewers of taxes paid on beer lost in
bottling operations”, to which was attached
a rider which exempts from excise tax musi
cal instruments sold to churches. How these
two provisions, relieving such antithetic or
ganizations, happened to be included in the
same law is an interesting bit of gossip in
the July issue of Taxes—The Tax Maga
zine.
*

*

*

A Philadelphia baker, evidently oblivious
of the ingenuity of the Bureau of Internal
Revenue in constructing income for a given
taxable period, apparently thought that if
he kept no records, his income could not be
determined. Since records of purchases and
sales were not available, the Commissioner
constructed comparative balance sheets at
the beginning and close of the taxable years,
6

added an amount estimated for living ex
penses and taxed the baker accordingly.
Romolo Mazzocone v. Commissioner, TC
Memo 5-26-48, Dkt. No. 13898.
Another taxpayer believed he could “save”
taxes by keeping clear, but inaccurate, rec
ords. A retail liquor dealer in Fort Smith,
Arkansas followed the unusual procedure of
understating his purchases in order to show
the customary percentage of gross profit
without reporting all of his income. Again
the Commissioner exercised his statutory
presumption of correctness and, determin
ing the actual purchases for the year, added
33-1/3% mark-up to arrive at gross sales.
T. C. Green v. Commissioner, TC Memo,
4-12-48, Dkt. No. 10696.
At the time the Green case was reported,
we were engaged in a somewhat similar
argument with the Bureau. Our liquor
dealer had reported his purchases correctly,
but his sales records were hazy and there
were unaccounted-for funds in his safe-de
posit box. The Green case reconciled us
completely to a settlement based on an esti
mated mark-up of less than 20% on pur
chases, which experience shows was about
the average profit on liquor in this terri
tory during OPA days.
*

*

Johnson died at the age of 96, but the Tax
Court, with one dissent, found the gift was
not made in contemplation of death.
The case is a beautiful example of how to
present a “contemplation of death” case,
which the Tax Court acknowledged in these
words:
“It is possible that . . . the Oliver John
son of the verbal portrait has more re
semblance to a synthesis of decedents
whose transfers had been held in many
reported cases to have been made not
in contemplation of death than to the
real Oliver Johnson who transferred
real estate in Southern California on
March 3, 1939. But the Judicial proc
ess requires that we create our image
of Oliver from the material in the rec
ord before us. We cannot be certain
that our portrait of Oliver is a lifelike
replica of the real Oliver, but we are
confident that it accurately reflects the
portrait of Oliver drawn by the evi
dence in this record.”
Oliver Johnson apparently cooperated to
the fullest extent with the attorneys who
would represent his estate in estate tax
controversies. He announced, when he gave
away his real estate, that he wanted to rid
himself of his duties in administering his
properties in order that he might devote
more time to the perfection of his horseshoe
pitching. He stated he had resolved to live
to be a hundred years old and he was con
stantly “showing off” his energy and vigor
to his children and friends, “frequently to
their annoyance.” Tax practitioners should
erect a monument to Oliver Johnson—The
Perfect Client.

*

If any of our readers have clients who
are old enough to be suspected of contem
plating death if they make gifts to their
natural heirs, let them take encouragement
(and guidance) from the case of Oliver
Johnson, 10 TC—, No. 90, who divided real
estate worth $203,900 equally among his
children when he was 91 years old. Natur
ally, the Commissioner claimed the gift as
includible in his taxable estate when Mr.

COAST-TO-COAST
MARGUERITE REIMERS, C.P.A., and MARGUERITE GIBB, C.P.A.,
Seattle, Washington
CLEVELAND
Business Women’s Interest in Good Gov
ernment was the topic of a talk by Margaret
Mahoney, attorney and state senator, at the
May meeting. In June the CPA’s, the
NACA’s and the Controllers were invited
to hear Mark E. Richardson, partner in the
firm of Lybrand, Ross Bros. & Montgomery,
and chairman of the committee on federal
taxation of the American Institute of Ac
countants. Installation of new officers took
place in June and the annual picnic will be
held August 15 at Marion Frye’s Winding
Creek Farm.

ATLANTA
This chapter’s annual public relations
meeting was held in May, with presidents
of related business and professional or
ganizations as guests. Dr. Allen D. Albert
spoke on Atlanta’s Tomorrow.
CHICAGO
The May meeting in Chicago was an in
formal get-to-gether to see pictures of the
United States and Mexico shown by Mr.
and Mrs. Don Miller. Gertrude Hellenthal,
attorney, spoke on the Revenue Act of 1948
at the meeting in June.
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